THE GROWTH OF INDUSTRY FROM THE
a high price for his services. When he has set an enterprise going
and turned it over to a freshly formed joint-stock company, he
walks off with most of the future profits capitalized in his pocket.
And then he has emulators who have neither his ability nor his
honesty. All the company laws passed in the last fifty years have
not provided the small investor with adequate protection against
the sharks who prey upon him, profiting by his ignorance, his
shortsightedness, and, it must be added, his greed. Despite the
efforts of legislators, company promoting is still the easiest and
safest way of robbing the public.

INDUSTRIAL COMBINATIONS

In the formation of gigantic businesses through combinations
or mergers of separate firms, all the tendencies towards indus-
trial combination which we have been describing reach their
climax. Combinations are of two kinds, vertical and horizontal.
In a vertical combination a number of firms at different stages
of an industry, and performing different processes, come to-
gether. Fusions of this kind are extremely common in the metal
trades. Most iron and steel firms control the whole process of
production from start to finish. They have iron and steel mines,
iron and steel works, and establishments for the manufacture
of iron and steel products. For this type of amalgamation
there can be nothing but praise. It organizes and co-ordinates
the work of industrial units which, though separate, are yet
intimately related, and it corrects, by a measure of integration,
the excessive specialization to which modern industry is prone.1
It is, in short, one of the best examples of what is now called
rationalisation.

With regard to horizontal combinations, a favourable judge-
ment is less easy. These take place among firms at the same
stage of production, performing the same processes; amongst
competitors, that is to say. An amalgamation of this type will
undoubtedly be able to realize all the economies of large-scale
production and will in most cases lead to a cheapening of costs.

1 Cf. the work of the sixteenth-century clothier in co-ordinating the separate
efforts of spinners, weavers, dyers, &c.